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PROSPECTUS SUPPLEMENT NO. 3
(to Prospectus dated May 11, 2012)

PATIENT SAFETY TECHNOLOGIES, INC.

This is a prospectus supplement to our prospectus dated May 11, 2012 (the “Prospectus”) relating to the resale from time
to time by selling stockholders of up to 23,970,172 shares of our common stock, including shares issuable upon
conversion of our Series B Convertible Preferred Stock and shares issuable upon the exercise of outstanding

warrants. On November 5, 2012, we filed with the Securities and Exchange Commission ("SEC") a Quarterly Report

on Form 10-Q. The text of the Quarterly Report on Form 10-Q is attached to and is a part of this supplement.

This prospectus supplement should be read in conjunction with the Prospectus and may not be delivered or utilized
without the Prospectus. This prospectus supplement is qualified by reference to the Prospectus, except to the extent

that the information provided by this prospectus supplement supersedes the information contained in the Prospectus.

The securities offered by the Prospectus involve a high degree of risk. You should carefully consider the “Risk Factors”
referenced on pages 5-18 of the Prospectus in determining whether to purchase the common stock.

The date of this prospectus supplement is December 3, 2012.
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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of
this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit and
post such files). Yes x No~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act:

Large accelerated Accelerated filer

filer

Non-accelerated  ~ (Do not check if smaller Smaller Reporting X
filer reporting company) Company

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes " No x

The number of outstanding shares of the registrant’s common stock, par value $0.0001 per share, as of October 30,
2012 was 36,998,4809.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q (this “Report”) contains forward-looking statements within the meaning of Section

27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended.

We claim the protection of the safe harbor contained in the Private Securities Litigation Reform Act of 1995. Our
forward-looking statements relate to future events or our future performance and include, but are not limited to,
statements concerning our business strategy, future commercial revenues, market growth, capital requirements, new
product introductions, expansion plans and the adequacy of our funding. Other statements contained in this Report

that are not historical facts are also forward-looking statements. You can sometimes identify forward-looking
statements by our use of forward-looking words like “may,” “will,” “could,” “should,” “expects,” “intends,” “plans,” “ant
“believes,” “estimates,” “seeks,” “predicts,” “potential,” or “continue” or the negative of these terms and other similar expres

and terminology.

LR I3 LR INT3

29 ¢ LIS 29 ¢

We caution investors that any forward-looking statements presented in this Report, or that we may make orally or in
writing from time to time, are based on the beliefs of, assumptions made by, and information currently available to us.
Although we believe that the plans, objectives, expectations and intentions reflected in or suggested by our
forward-looking statements are reasonable, those statements are based only on the current beliefs and assumptions of
our management and on information currently available to us and, therefore, they involve uncertainties and risks as to
what may happen in the future. Accordingly, we cannot guarantee that our plans, objectives, expectations or intentions
will be achieved. Our actual results, performance (financial or operating) or achievements could differ from those
expressed in or implied by any forward-looking statement in this Report as a result of many known and unknown
factors, many of which are beyond our ability to predict or control, and those differences may be material. These
factors include, but are not limited to, those described under the caption “Risk Factors” in our Annual Report on Form
10-K for the year ended December 31, 2011 filed on March 26, 2012 and amended on April 30, 2012, including
without limitation the following:

our ability to successfully implement hospitals under contract but not yet implemented;

the early stage of adoption of our Safety-Sponge® System and the need to expand adoption of our
Safety-Sponge® System;

the impact on our future revenue and cash flow from the Forward Order (described herein) and ordering
patterns of our exclusive distributor, Cardinal Health, Inc;

our need for additional financing to support our business;

our reliance on third-party manufacturers, some of whom are sole-source suppliers, and on our exclusive
distributor;

any inability to successfully protect our intellectual property portfolio; and

the impact on our revenues and financial position from managing our growth, including the initial costs
typically associated with hospital implementations.

This Report and all other written and oral forward-looking statements attributable to us or any person acting on our
behalf are expressly qualified in their entirety by the cautionary statements contained in or referred to in this section.

Our forward-looking statements speak only as of the date they are made and should not be relied upon as representing
our plans, objectives, expectations and intentions as of any subsequent date. Although we may elect to update or
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revise forward-looking statements at some time in the future, we specifically disclaim any obligation to do so, even if
our plans, objectives, expectations or intentions change.

HELPFUL INFORMATION

2 <. 99 ¢

As used throughout this Quarterly Report on Form 10-Q, the terms “the Company,” “the registrant,” “we,” “us,” and “our” me:
Patient Safety Technologies, Inc., a Delaware corporation, together with its consolidated subsidiary, SurgiCount
Medical Inc., a California corporation, unless the context otherwise requires.

Unless otherwise indicated, all statements presented in this Quarterly Report on Form 10-Q regarding the medical
patient safety market, the market for surgical sponges, our market share, the cumulative number of surgical sponges
used and number of procedures are internal estimates only.

Safety-Sponge®, SurgiCounter™ and SurgiCount360™, among others, are registered or unregistered trademarks of Patient
Safety Technologies, Inc. (including its subsidiary).
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PART I - FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

PATIENT SAFETY TECHNOLOGIES, INC.
Condensed Consolidated Balance Sheets

September
30,
2012
(Unaudited)
Assets

Current assets:

Cash and cash equivalents $ 5,454,408
Accounts receivable 1,653,263
Inventories, net 3,977,381
Prepaid expenses 81,752
Total current assets 11,166,804
Property and equipment, net 4,733,249
Goodwill 1,832,027
Patents, net 2,220,436
Other assets 37,462
Total assets $ 19,989,978

Liabilities and Stockholders’ Equity

Current liabilities:

Accounts payable $ 5,009,689
Accrued liabilities 602,402
Deferred revenue — current portion 821,766
Total current liabilities 6,433,857
Deferred revenue 1,085,040
Total liabilities 7,518,897

Commitments and contingencies (Note 12)

Stockholders’ equity :

Preferred stock, $1.00 par value, 1,000,000 shares authorized:

Series A preferred stock, $1.00 par value, cumulative 7% dividend: 500,000 shares

designated; 10,950 issued and outstanding at September 30, 2012 and December 31,

2011; (Liquidation preference of $1.1 million at September 30, 2012 and December

31,2011) 10,950
Series B convertible preferred stock, $1.00 par value, cumulative 7% dividend:

150,000 shares designated; 69,257 issued and outstanding at September 30, 2012 and

65,864 issued and outstanding at December 31, 2011; (Liquidation preference of $6.9

million at September 30, 2012 and $6.6 million at December 31, 2011) 69,257
Common stock, $0.0001 par value: 100,000,000 shares authorized; 36,998,489 shares 3,700
issued and outstanding at September 30, 2012 and 34,020,255 shares issued and

December
31,
2011

$ 3,608,524
1,307,510
2,772,117

180,802
7,928,953

1,691,961
1,832,027
2,464,142
40,463

$ 13,957,546

$ 2,808,524
574917
278,002

3,661,443

267,025
3,928,468

10,950

65,364
3,402
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outstanding at December 31, 2011

Additional paid-in capital 73,804,378 68,957,072
Accumulated deficit (61,417,204) (59,008,210)
Total stockholders’ equity 12,471,081 10,029,078
Total liabilities and stockholders’ equity $ 19,989,978 $ 13,957,546

The accompanying notes are an integral part of these condensed consolidated interim financial statements.
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PATIENT SAFETY TECHNOLOGIES, INC.
Condensed Consolidated Statements of Operations

Revenues
Cost of revenue
Gross profit

Operating expenses:
Research and development
Sales and marketing
General and administrative
Total operating expenses

Operating loss

Other income (expense):

Interest income (expense), net

Interest expense — related party

Gain on change in fair value of warrant derivative
liability

Other income

Total other (expense) income

Loss before income taxes:

Income tax provision

Net loss

Preferred dividends

Net loss applicable to common shareholders

Loss per common share:
Basic and Diluted

Weighted average common shares outstanding:
Basic and Diluted

(Unaudited)

Three Months Ended
September 30,
2012 2011

$ 4972476 $ 2,186,220

2,704,140 1,190,879
2,268,336 995,341
111,227 1,460
1,350,924 716,491
955,840 806,544
2,417,991 1,524,495
(149,655) (529,154)
672 347
(35,926) —
— 303,222
(35,254) 303,569
(184,909) (225,585)
(546) (2,543)
(185,455) (228,128)
(134,215) (125,498)
$ (319,670) $ (353,626)
$ 0.01) $ (0.01)
35,260,243 33,782,033

Nine Months Ended
September 30,
2012 2011

$12,478,210 $ 6,725,646

7,118,019 3,528,110

5,360,191 3,197,536

400,712 55,220

3,734,531 2,049,943

3,200,409 2,864,024

7,335,652 4,969,187
(1,975,461) (1,771,651)
3,756 (3,632)

(35,926) —

— 527,844

— 227,617

(32,170) 751,829
(2,007,631) (1,019,822)
(4,258) (6,316)
(2,011,889)  (1,026,138)
(397,105) (374,954)
$ (2,408,994) $ (1,401,092)
$ 0.07) $ (0.05)

35,449,156 30,606,468

The accompanying notes are an integral part of these condensed consolidated interim financial statements.

10
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PATIENT SAFETY TECHNOLOGIES, INC.
Condensed Consolidated Statements of Cash Flows
(Unaudited)

Operating activities:
Net loss

Adjustments to reconcile net loss to net cash provided by (used) in operating activities:

Depreciation

Amortization of patents

Stock-based compensation

Gain on reduction of contingent tax liability

Gain on change in fair value of warrant derivative liability
Changes in operating assets and liabilities:

Transfer from restricted cash in connection with tax escrow account
Accounts receivable

Inventories

Prepaid expenses

Other assets

Accounts payable

Accrued liabilities

Deferred revenue

Net cash provided by (used in) operating activities

Investing activities:
Purchase of property and equipment
Net cash used in investing activities

Financing activities:

Proceeds from issuance of common stock

Payments for common stock issuance costs

Payments of preferred stock series A dividends

Payments of convertible preferred stock series B dividends
Proceeds from exercise of stock options

Net cash provided by financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Supplemental disclosures of cash flow information:

Cash paid during the period for taxes

Non cash investing and financing activities:

Payment of Series B preferred dividends in preferred B shares
Issuance of common shares previously earned

Nine Months Ended
September 30,
2012 2011

$(2,011,889) $(1,026,138)

1,226,933 395,412
243,706 243,706
606,939 512,953

—  (223,524)
—  (527,844)
— 223,630
(345,753) (270,712)
(1,205,263) (566,268)
99,051 50,198
3,000 4,805
2,201,165 (900,964)
27,486 (282,971)
1,361,779  (1,147,411)
2,207,154  (3,515,128)
(4,268,221) (527,276)
(4,268,221) (527,276)

3,499,997 7,112,500
(65,240) (325,241)
(57,488) (57,488)

(318) (906)
470,000 375,000

3,846,951 7,103,865

1,785,884 3,061,461

3,668,524 1,896,034

$ 5,454,408 $ 4,957,495
$ 4258 § 6,316
$ 339,618 $ 317,468
$ —$ 26,674

The accompanying notes are an integral part of these condensed consolidated interim financial statements.

11



Edgar Filing: Patient Safety Technologies, Inc - Form 424B3

12



Edgar Filing: Patient Safety Technologies, Inc - Form 424B3

Patient Safety Technologies, Inc.
Notes to Condensed Consolidated Interim Financial Statements (Unaudited)

1. DESCRIPTION OF BUSINESS

Patient Safety Technologies, Inc. (the "Company", “us”,“we”) is a Delaware corporation. The Company’s operations are
conducted through its wholly-owned operating subsidiary, SurgiCount Medical, Inc. (“SurgiCount” ), a California
corporation.

The Company’s operating focus is the development, marketing and sales of products and services focused in the
medical patient safety markets. The SurgiCount Safety-Sponge® System is a patented system of bar-coded surgical
sponges, SurgiCounter™ scanners, and software applications integrated to form a comprehensive counting and
documentation system. This system is designed to reduce the number of retained surgical sponges unintentionally left
inside of patients during surgical procedures by allowing faster and more accurate counting of surgical sponges.

2. BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying unaudited condensed consolidated interim financial statements have been prepared in accordance
with the instructions to Form 10-Q and applicable sections of Regulation S-X and do not include all the information
and disclosures required by accounting principles generally accepted in the United States of America. The condensed
consolidated interim financial information is unaudited but reflects all normal adjustments that are, in the opinion of
management, necessary to make the financial statements not misleading. The condensed consolidated balance sheet as
of December 31, 2011 was derived from the Company’s audited financial statements. The condensed consolidated
interim financial statements should be read in conjunction with the consolidated financial statements in the Company’s
Annual Report on Form 10-K for the year ended December 31, 2011 (as amended). Results of the nine months ended
September 30, 2012 are not necessarily indicative of the results to be expected for the twelve months ended December
31, 2012.

Principles of Consolidation

The accompanying condensed consolidated interim financial statements include the accounts of the Company and its
subsidiary. All significant intercompany balances and transactions have been eliminated in consolidation.

Reclassifications

Certain prior year amounts have been reclassified to conform to the 2012 presentation. These reclassifications had no
effect on previously reported results of operations or accumulated deficit.

Use of Estimates

The condensed consolidated interim financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America (“GAAP”). The preparation of these financial statements requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosures of contingent assets and liabilities at the dates of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates. These estimates
and assumptions include, but are not limited to, assessing the following: the valuation of accounts receivable and
inventory, impairment of goodwill and other intangible assets, the fair value of stock-based compensation, valuation

13
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allowance related to deferred tax assets, warranty obligations, provisions for returns and allowances and the
determination of assurance of the collection of revenue arrangements.

14
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Patient Safety Technologies, Inc.
Notes to Condensed Consolidated Interim Financial Statements

Revenue Recognition

Revenue related to surgical products is recognized when persuasive evidence of an arrangement exists, the price to the
buyer is fixed or determinable, collectability is reasonably assured and risk of loss transfers, usually when products are
shipped. Advanced payments are classified as deferred revenue and recognized as product is shipped to the
customer. Reimbursements related to scanners and related equipment provided to hospitals are recognized on a
straight-line basis over the expected term of the related customer contract, while the cost of the scanners and related
equipment is carried in hardware equipment within property, plant and equipment and depreciated as a component of
cost of revenue over its estimated useful life. Generally, the expected term of the customer contracts and the estimated
useful life of the scanners are both 3 years. Provisions for estimated future product returns and allowances are
recorded in the period of the sale based on the historical and anticipated future rate of returns. Revenue is recorded
net of any rebates given to the buyer.

Inventories

Inventories are stated at the lower of cost or market on the first-in, first-out (FIFO) basis. Inventory consists of the
Company's sponge and towel product as well as scanners and related hardware used in the Safety Sponge System
®. The FIFO cost for all inventories approximates replacement cost.

The Company maintains reserves for excess and obsolete inventory resulting from the potential inability to sell its
products at prices in excess of current carrying costs. The markets in which the Company operates are highly
competitive, and new products and surgical procedures are introduced on an ongoing basis. Such marketplace changes
may cause the Company’s products to become obsolete. The Company makes estimates regarding the future
recoverability of the costs of these products and records a provision for excess and obsolete inventories based on
historical experience and expected future trends.

Property and Equipment

Property and equipment is stated at cost. The Company's property and equipment consists mainly of scanners and
related hardware used in the Safety Sponge System® which are located at our customer facilities for their use at no
additional cost. Depreciation expense associated with this hardware is recorded in cost of revenue. Depreciation is
amortized straight-line over the estimated useful lives of three to seven years. Upon retirement or disposition of
equipment, the related cost and accumulated depreciation or amortization is removed and a gain or loss is recorded, as
applicable.

3. LOSS PER COMMON SHARE

Loss per common share is determined by dividing the loss applicable to common stockholders by the weighted
average number of common shares outstanding. The Company complies with FASB (“Financial Accounting Standards
Board”) Accounting Standards Codification (“ASC”) 260-10 Earnings Per Share, which requires dual presentation of
basic and diluted loss per share on the face of the condensed consolidated statements of operations. Basic loss per
common share excludes dilution and is computed by dividing loss attributable to common stockholders by the
weighted-average common shares outstanding for the period. Diluted earnings per common share reflects the potential
dilution that could occur if convertible preferred stock, options and warrants were to be exercised or converted or
otherwise resulted in the issuance of common stock that then shared in the earnings of the entity.

15
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For the three and nine month periods ended September 30, 2012 and 2011, potential shares associated with the
convertible preferred stock plus warrants and options of 17,060,387 and 18,176,144, have a value in excess of the
average stock price during the three and nine month periods ending September 30, 2012 and 2011, respectively.
Because the effects of these securities are anti-dilutive, shares of common stock underlying these instruments have
been excluded from the computation of loss per common share for the three and nine months ended September 30,
2012.

16
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Patient Safety Technologies, Inc.
Notes to Condensed Consolidated Interim Financial Statements

4. INVENTORIES, net

Inventories, net consist of the following:

As of
September 30, December 31,
2012 2011
Surgical sponges and towels $ 3,542,285 $ 1,150,253
Scanners and related hardware 604,093 1,790,861
Reserve of obsolescence (168,997) (168,997)
Total inventories, net $3,977,381 $ 2,772,117
5. PROPERTY AND EQUIPMENT, NET
Property and equipment, net consists of the following:
As of
September ~ December
30, 31,
2012 2011
Computer software and equipment $ 1,605,049 $ 1,504,971
Furniture and equipment 85,394 70,571
Hardware for customer use 6,441,941 2,288,621
Property and equipment, gross 8,132,384 3,864,163
Less: accumulated depreciation (3,399,135) (2,172,202)
Property and equipment, net $ 4733249 $ 1,691,961

Depreciation expense for the three and nine months ended September 30, 2012 was $519 thousand and $1.2 million,
of which $491 thousand and $1.1 million was recorded as hardware cost of revenues, respectively. Depreciation
expense for the three and nine months ended September 30, 2011 was $144 thousand and $395 thousand, of which
$132 thousand and $348 thousand was recorded as hardware cost of revenue, respectively.

6. DEFERRED REVENUE

The Company generally provides its SurgiCounter™ scanners and related software to most hospitals at no cost when
they adopt its Safety-Sponge® System. Under the Company's existing distribution agreement with Cardinal Health,
Inc. (“Cardinal Health”), Cardinal Health has agreed to reimburse the Company for a percentage of the scanner costs
supplied to certain hospitals. Payments received from Cardinal Health relating to scanner cost reimbursements are
deferred, and recognized as revenue on a pro-rata basis over the life of the scanner (which approximates the term of
the hospital purchase commitment as they are refundable in the event a hospital contract is cancelled). Revenue
recognized related to these reimbursements for the three and nine months ended September 30, 2012 was $209
thousand and $481 thousand. Revenue recognized related to these reimbursements for the three and nine months
ended September 30, 2011 was $50 thousand and $137 thousand.

7. STOCKHOLDER’S EQUITY

17
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Change in Par value

On July 18, 2012 the Company amended their Amended and Restated Certificate of Incorporation to change the par
value of its common stock from $0.33 to $0.0001. All common stock per share information in the accompanying
condensed consolidated financial statements and notes thereto have been adjusted to reflect retrospective application
of the change in par value.

Issuance of Common stock

On May 18, 2012 the Company closed a financing transaction (the “Financing”) pursuant to a Common Stock Purchase
Agreement (the “Purchase Agreement”) dated May 15, 2012 with certain accredited investors (the “Buyers”), most
of whom are previous purchasers of the Company’s securities and all of whom are accredited investors, including
Wenchen ("Wayne") Lin, a member of the Company’s Board of Directors, as defined under Rule 501(a) of Regulation

D of the Securities Act of 1933, as amended.

Pursuant to the Purchase Agreement, the Company issued to the Buyers an aggregate of 2,499,998 shares of our
Common Stock at a purchase price of $1.40 per share (or $3,499,997 in gross proceeds), payable in cash. The
Company incurred common stock issuance costs of approximately $65 thousand. The use of proceeds is for general
corporate purposes.

Registration Rights Agreement

As contemplated by the Purchase Agreement, on the Closing Date the Company also entered into a Registration
Rights Agreement with the Buyers, (the “Registration Rights Agreement”). Pursuant to the Registration Rights
Agreement, the Company agreed to file a registration statement to register the stock issued to the Buyers in the
Financing within 45 days, and have such registration statement declared effective within 150 days of the closing date.
In addition to the foregoing mandatory registration, the Company also granted to the Buyers demand and “piggyback”
registration rights. The Company has agreed to pay substantially all of the costs and expenses related to the filing of
the registration statement and any underwritten public offering required pursuant to the Registration Rights
Agreement. The mandatory registration was filed on Form S-1 on July 2, 2012 and declared effective by the Securities
and Exchange Commission (“SEC”) on July 16, 2012 and the Company has agreed to use commercially reasonable
efforts to maintain the effectiveness of the registration statement for three years after the registration statement
becomes effective.

18
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Patient Safety Technologies, Inc.
Notes to Condensed Consolidated Interim Financial Statements

8. WARRANTS

The following table summarizes warrants to purchase common stock activity for the period ended September 30,

2012:

Warrants outstanding at December 31, 2011
Cancelled/Expired

Exercised

Warrants outstanding at September 30, 2012

At September 30, 2012, stock purchase warrants will expire as follows:

2012 (remaining)
2013
2014
2015
Total

Range of

Number of Exercise

Warrants Price

4,962,645 $ 0.75-4.00
(602,000) $ 2.00
(38,377) $ 0.75

4,322,268 $ 0.75-4.00

Range of
# of Exercise
Warrants Price

216,000 $ 1.40-2.00
1,711,060 $ 0.75-1.40
1,890,000 $ 1.82-4.00

505,208 $ 1.25
4,322,268 $ 0.75-4.00
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Patient Safety Technologies, Inc.
Notes to Condensed Consolidated Interim Financial Statements

9. STOCK OPTION PLANS
The following tables set forth information on our equity compensation plans.

On July 18, 2012 the Company amended its 2009 stock option Plan to increase the number of shares issuable under
the Plan from 3,000,000 to 4,500,000.

All options that the Company granted during the nine months ended September 30, 2012 were granted at the per share
fair market value on the grant date. Vesting of options differs based on the terms of each option. The Company
utilized the Black-Scholes option pricing model and the assumptions used for each period are as follows:

Nine Months Ended
September 30,

2012 2011
Weighted average risk free interest rate 1.01% 1.70%
Weighted average life (in years) 6.09 6.07
Weighted average volatility 89.0% 90.8%
Expected dividend yield 0% 0%
Weighted average grant-date fair value per share of options granted $ 098 $ 0.72
Estimated forfeiture rate 5% —%

A summary of stock option activity for the nine months ended September 30, 2012 is presented below:

Outstanding Options
Weighted
Average
Weighted  Remaining  Aggregate
Average  Contractual  Intrinsic

Number of Exercise Life Value
Shares Price (years) (D)
Balance at December 31, 2011 6,179,377 $ 1.19 7.52 $ 2,044,176
Options granted (2) 513,400 $ 1.33 9.44 —
Exercised (450,000) $ 1.04 — —
Forfeited (519,500) $ 1.66 — —
Balance at September 30, 2012 5,723277 $ 1.17 7.69 $ 4,056,662
Vested and exercisable as of September 30, 2012 3,423,934 $ 1.29 720 $ 2,369,769
Unvested and expected to vest as of September 30, 2012 2,184,455 $ 1.00 841 $ 1,602,599

(1) The aggregate intrinsic value is calculated as the difference between the exercise price of the
underlying awards and the closing stock price of $1.73 of the Company’s common stock at
September 30, 2012.

(2) Includes 230,000 non-qualified options and 40,000 incentive stock options that were issued outside
the 2005 and 2009 stock option plans which are all outstanding as of September 30, 2012.
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The total grant date fair value of stock options granted for the three and nine months ended September 30, 2012 was
$95 thousand and $502 thousand, respectively. For the three and nine months ended September 30, 2012, stock option
based compensation expensed was $210 thousand and $607 thousand, respectively.

The total grant date fair value of stock options granted during the three and nine months ended September 30, 2011
was $194 thousand and $274 thousand, respectively. For the three and nine months ended September 30, 2011 stock
option based compensation expensed was $177 thousand and $513 thousand, respectively.

As of September 30, 2012, there was $1.7 million of unrecognized compensation costs related to outstanding
employee stock options. This amount is expected to be recognized over a weighted average period of 2.31 years. To
the extent the forfeiture rate is different from what the Company anticipated, stock-based compensation related to
these awards will be different from the Company’s expectations.

10. RELATED PARTY TRANSACTIONS

During the three and nine months ended September 30, 2012 the Company purchased approximately $3.4 million and
$8.2 million and $1.1 million and $3.0 million for the three and nine months September 30, 2011, respectively, in
connection with the manufacture of surgical products used in the Safety-Sponge® System by A Plus International,
Inc. (“A Plus”), of which the vast majority was recognized in cost of revenue and recorded on the balance sheet as
inventory. At September 30, 2012 and December 31, 2011, the Company’s accounts payable included $3.7 milli